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DETAILED ACTION 
Response to Amendment 

The examiner is in receipt of applicant's response to Office Action mailed 
5/12/2003, which was received 1 1/17/2003. Acknowledgement is made to the addition 
of new claims 58 and 59. The applicant's arguments have been carefully considered 
and were found to be convincing, therefore the previous rejection modified to include 
changes resultant of the arguments is provided below. 

Claim Rejections - 35 USC § 101 

35 U.S.C. 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of 
matter, or any new and useful improvement thereof, may obtain a patent therefor, subject to the 
conditions and requirements of this title. 

Claims 1-46, 56,58 and 59 are rejected under 35 U.S.C. 101 because the 
claimed invention is directed to non-statutory subject matter. 

As an initial matter, the United States Constitution under Art. I, §8, cl. 8 gave 
Congress the power to "[pjromote the progress of science and useful arts, by securing 
for limited times to authors and inventors the exclusive right to their respective writings 
and discoveries". In carrying out this power, Congress authorized under 35 U.S.C. 
§101 a grant of a patent to "[wjhoever invents or discovers any new and useful process, 
machine, manufacture, or composition or matter, or any new and useful improvement 
thereof." Therefore, a fundamental premise is that a patent is a statutorily created 
vehicle for Congress to confer an exclusive right to the inventors for "inventions" that 
promote the progress of "science and the useful arts". The phrase "technological arts" 
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has been created and used by the courts to offer another view of the term "useful arts". 
See In re Musgrave, 167 USPQ (BNA) 280 (CCPA 1970). Hence, the first test of 
whether an invention is eligible for a patent is to determine if the invention is within the 
"technological arts". 

Further, despite the express language of §101 , several judicially created 
exceptions have been established to exclude certain subject matter as being patentable 
subject matter covered by §101. These exceptions include "laws of nature", "natural 
phenomena", and "abstract ideas". See Diamond v. Diehr, 450, U.S. 175, 185, 209 
USPQ (BNA) 1 , 7 (1981 ). However, courts have found that even if an invention 
incorporates abstract ideas, such as mathematical algorithms, the invention may 
nevertheless be statutory subject matter if the invention as a whole produces a "useful, 
concrete and tangible result." See State Street Bank & Trust Co. v. Signature Financial 
Group, Inc, 149 F.3d 1368. 1973, 47 USPQ2d (BNA) 1596 (Fed. Cir. 1998). 

This "two prong" test was evident when the Court of Customs and Patent 
Appeals (CCPA) decided an appeal from the Board of Patent Appeals and Interferences 
(BPAI). See In re Toma, 197 USPQ (BNA) 852 (CCPA 1978). In Toma, the court held 
that the recited mathematical algorithm did not render the claim as a whole non- 
statutory using the Freeman-Walter-Abele test as applied to Gottschalk v, Benson, 409 
U.S. 63, 175 USPQ (BNA) 673 (1972). Additionally, the court decided separately on the 
issue of the "technological arts". The court developed a "technological arts" analysis: 

The "technological" or "useful" arts inquiry must focus on whether 
the claimed subject matter.. .is statutory, not on whether the product of the 
claimed subject matter.. .is statutory, not on whether the prior art which the 
claimed subject matter purports to replace. ..is statutory, and not on 
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whether the claimed subject matter is presently perceived to be an 
improvement over the prior art, e.g., whether it "enhances" the operation 
of a machine. In re Toma at 857. 

In Toma, the claimed invention was a computer program for translating a source 
human language (e.g., Russian) into a target human language (e.g., English). The 
court found that the claimed computer implemented process was within the 
"technological art" because the claimed invention was an operation being performed by 
a computer within a computer. 

The decision in State Street Bank & Trust Co, v. Signature Financial Group, Inc, 
never addressed this prong of the test. In State Street Banl< & Trust Co,, the court 
found that the "mathematical exception" using the Freeman-Walter-Abele test has little, 
if any, application to determining the presence of statutory subject matter but rather, 
statutory subject matter should be based on whether the operation produces a "useful, 
concrete and tangible result". See State Street Bank & Trust Co, at 1374. Furthermore, 
the court found that there was no "business method exception" since the court decisions 
that purported to create such exceptions were based on novelty or lack of enablement 
issues and not on statutory grounds. Therefore, the court held that "[w]hether the 
patent's claims are too broad to be patentable is not to be judged under §101 , but rather 
under §§102, 103 and 112." See State Street Bank & Trust Co. at 1377. Both of these 
analysis goes towards whether the claimed invention is non-statutory because of the 
presence of an abstract idea. Indeed, State Street abolished the Freeman-Walter-Abele 
test used in Toma, However, State Street never addressed the second part of the 
analysis, i.e., the "technological arts" test established in Toma because the invention in 
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State Street (i.e., a computerized system for determining the year-end income, 
expense, and capital gain or loss for the portfolio) was already determined to be within 
the technological arts under the Toma test. This dichotomy has been recently 
acknowledged by the Board of Patent Appeals and Interferences (BPAI) in affirming a 
§101 rejection finding the claimed invention to be non-statutory. See Ex parte Bowman, 
61 USPQ2d (BNA) 1669 (BdPatApp&Int 2001). 

In the present application, Claims 1-46 and 56 are non-statutory because there is 
no computer implementation or any other technology involved. 

Claims 58 and 59 are non-statuary even though the term website is introduced 
for the following reasons. "Via website as used in the instant claims is considered trivial 
because if the claim is considered in its broadest reasonable interpretation, the 
argument could be raised that the only function that the site performs in the step of 
"establishing", is receiving the agreement, which is considered a trivial use of 
technology. However, it could also be that the site performs negotiation activities, which 
could be considered statutory, but these activities are not clearly evident as set forth in 
the instant claims. 

To overcome this rejection the Examiner recommends that Applicant amend the 
claims to better clarify which of the steps are being performed within the technological 
arts, such as incorporating a computer network or electronic network into the 
communicating steps. 
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Claim Rejections - 35 USC § 103 

The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set 
forth in section 102 of this title, if the differences between the subject nnatter sought to be patented and 
the prior art are such that the subject nnatter as a whole would have been obvious at the time the 
invention was made to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was made. 

Claims 1-4,6-19,22-33, and 35-59 are rejected under 35 U.S.C. 103(a) as being 

unpatentable over Garfinkle (6,512,570), in view of Nicholson (US 6,332,128) and 

further in view of Official Notice. 

In regards to claim 1, Nicholson teaches a method comprising establishing an 
agreement to provide X units of a product for an agreement price (FIG 5D), 

arranging with a retailer to have the product redeemed at the retailer (FIG 5E); 

Garfinkle teaches updating databases to reflect order activity (FIG 7A), but does 
not specifically mention that the data is being received indicating the redemption of Y 
units of product, where Y is a non-integer. Nicholson teaches a controller that monitors 
the dispensing of gasoline to determine maximum fuel units (FIG 2, Field numbers). It 
would have been obvious to a person having ordinary skill in the art at the time of the 
invention to include the agreement system of Garfinkle the control system of Nicholson, 
because this would assure that only the proper amount of fuel is dispensed. 
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The combination Garfinkle and Nicholson teaches supplying X units from a 
retailer and receiving data indicating a redemption of the product, but neither specifically 
mentions that the returned Y redemption amount is a non-integer. It was old and well 
known in the art to track and return information regarding amounts redeemed in the 
form of a non-integer (fueling stations). It would have been obvious to a person having 
ordinary skill in the art to include in the combination of the systems returning the amount 
of product dispensed in non-integer form, because this would allow the customer and 
the supplier to pay and get paid for only the product which is dispensed which is 
notoriously well known in the art. 

In regards to claim 2, the combination of Garfinkle teaches sponsors giving 
discounts for products sold from the central location (col 10, lines 1-8), but does not 
specifically mention that the price is necessarily less than the product being sold at the 
retailer, Nicholson teaches establishing a price per unit (PPU) that is less than the 
displayed PPU. It would have been obvious to a person having ordinary skill in the art to 
include in Garfinkle establishing a price that is lower than the retail price, because over 
charging for the same product pre-purchased that a retailer sells for less would be 
dissatisfying to the customer who would most likely not use the system again to 
purchase products. 
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In regards to claim 3, Garfinkle teaches receiving from the customer an offer to 
purchase the product for an agreement price; and indicating an acceptance of the offer 
(FIG 5B-5E) 

In regards to claim 4, the combination of Garfinkle/Nicholson teaches setting up 
an agreement price with a retailer and providing a pricing structure to a customer based 
on this agreement price (see above), but does not specifically mention that a decision is 
made based on the difference between a settlement and agreement price. It was old 
and well known in the consignment/auction art to determine a minimum sale price, 
which would usually be the lowest price that a seller would accept. In the case of 
Garfinkle if the controller sold the product for less than the agreed upon price than the 
consigner would be responsible for the difference. It would have been obvious to a 
person having ordinary skill in the art to include in the combination of 
Garfinkle/Nicholson, determining a difference between an offer price and a settlement 
price, because this would determine if a reasonable profit was being made and also 
determine if a loss was eminent. Wherein if a loss were taken to many times the owner 
of the system would surely go out of business. 

In regards to claim 6, Garfinkle teaches receiving from the customer a payment 
equal to the agreement price (FIG 5D) 
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In regards to claim 7, the combination of Garfinkle/Nlchoison teaches collecting 
a payment through a billing module (FIG 5D), but does not specifically mention that the 
payments are being accepted as installment payments. Accepting payment in 
installments is notoriously well known in the art at the time of the invention. It would 
have been obvious to a person of ordinary skill in the art to include in 
Garfinkle/Nlchoison, installment payments, because this would allow the purchaser to 
make payments on terms, which would allow the buyer to purchase more product and 
thus increase sales. 

In regards to claim 8, Garfinkle teaches accepting a payment, but does not 
specifically mention that the payment is made after X units of the product are redeemed. 
Nicholson teaches payment when X units have been redeemed (FIG 2). It would have 
been obvious to a person having ordinary skill in the art to include in Garfinkle collecting 
a payment from the customer upon redemption of the units, because this would permit 
the user to only pay for the product when it is redeemed, thus giving the customer the 
use of their money for other things. Installment payments such as "pay for only what you 
use" are notoriously well known in the art. 

In regards to claim 9, Garfinkle teaches paying the retailer a settlement amount 
(col 10, lines 1-20), but does not specifically mention that the payment is made after 
receiving data indicating the redemption. Nicholson teaches paying the vendor a 
settlement after dispensing fuel (col 8, lines 5-41). It would have been obvious to a 



Application/Control Number: 09/540,709 Page 10 

Art Unit: 3625 

person having ordinary skill in the art to include in Garfinkle the teachings of Nicholson, 
because this would permit the controller to only pay for product that was dispensed and 
not have to pay for product that had not as yet been redeemed. This would be highly 
desirable considering economic and cost of money elements, which would need to be 
considered in a pre-settlement where a customers money would be tied up for a period 
of time. 

In regards to claims 10-13, the combination of Garfinkle/Nicholson and Official 
Notice teach the rudimentary mathematical computations of the instant claims. 
Furthermore, determining that an amount of the product redeemed by the customer 
exceeds a quantity remaining under the agreement, maintaining inventory control and 
providing only what is in an agreement is old and well known in the art and detecting 
overages as well as shortages in relation to a specific agreement is commonly 
practiced. It would have been obvious to person of ordinary skill in the art to include the 
features of the instant claims, because a business person might wish to use any 
number of commonly used business methods to improve the functioning of the system. 

In regards to claim 14, the combination of Garfinkle/Nicholson teach providing a 
rebate to a customer, but does not specifically mention that the customer first pays the 
full amount then gets a rebate. Having customers pay full price then providing a mail in 
rebate for the difference between the full price and an agreed upon price was old and 
well known at the time of the invention. It would have been obvious to a person having 
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ordinary skill in the art to provide the rebate at some time after the payment of the retail 
price, because this would allow the merchant to provide the rebate without having to 
reach an agreement with the retailer, thus saving time and energy setting up specific 
agreements for each retailer. 

In regards to claim 15, the combination of Garfinkle/Nicholson teach 
transmitting to the retailer the agreement to provide X units of the product for the agreed 
price (Nicholson, FIG 1). 

In regards to claims 16 and 17, Garfinkle teaches transmitting information to 
the retailer concerning the sale of product, but does not specifically mention that there is 
an active authorization transmitted to the retailer. Nicholson teaches active authorization 
from a controller receiving information indicating a redemption (FIG 1). It would have 
been obvious to a person having ordinary skill in the art to include in Gari'inkle the 
authorization techniques as described in Nicholson, because this would confirm the 
transaction was taking place and confirm the payment of funds before the transaction 
product was consumed (much like confirming a voucher before the product is released) 
and assure that the retailer was going to be paid, otherwise the retailer would be 
assuming a risk that was not agreed to initially. 

In regards to claim 19,22-33 and 35-59, the combination of 
Gari'inkle/Nicholson/Official Notice teaches all the features of the instant claim (see 
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response to claims 1-18 above). However, the discussion above does not specifically 

mention the following features of the instant claims: 

Claim 19, receiving a redemption identifier (Nicholson, FIG 1, Receipt) 

Claim 24, determining a quantity remaining (Nicholson FIG 3A) 

Claim 45, generating a second redemption identifier, (Nicholson FIG 30, ITEM 

73), 

Claim 56, providing equivalents to a product upon redemption was old and well 
known in the art at the time of the invention. It would be obvious to a person of ordinary 
skill in the art at the time of the invention to include in the combination of 
Garfinkle/Nicholson/Official Notice providing an alternative product, because this would 
provide the store with an option if the original product were out of stock and assure that 
a sale is not lost. 

Claim 58, transmitting via a website (col 5, lines 1-35) 

Claim 5 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
Garfinkle (6,512,570), in view of Nicholson (US 6,332,128) and in view of Official 
Notice and further in view of Scroggie (US 6,014,634). 

In regards to claim 5, the combination of Garfinkle/Nicholson teaches 
determining a difference between the agreement price and a settlement price to be paid 
to the retailer (see above), but does not specifically mention that a subsidy is being 
identified to cover the difference. Scoggie teaches searching for subsidies from product 



Application/Control Number: 09/540,709 Page 13 

Art Unit: 3625 

manufaicturers and applying that to a sale (col 8, lines 7-67). It would have been obvious 
to a person having ordinary skill in the art at the time of the invention to search for a 
manufacturer's subsidy that was greater than the difference, because this could assure 
that a profit is made and the company would not go out of business by agreeing to sell 
products below cost. 

Claims 20 and 21 are rejected under 35 U.S.C. 103(a) as being unpatentable 
over Garfinkle (US 6,512,570), In view of Nicholson (US 6,332,128) and in view of 
Official Notice and further in view of McCall (US 6,321,984). 

In regards to claims 20 and 21, the combination of Garfinkle/Nicholson and 
Official Notice teach dispensing a product at a remote location, but does not specifically 
mention that the dispensing is restarted with additional units after the agreed upon 
amount is consumed in its entirety. McCall teaches allowing additional product to be 
dispensed after a prepaid amount is dispensed, (col 7, lines 1-50). It would have been 
obvious to a person of ordinary skill at the time of the invention to include in the 
combination of Garfinkle/Nicholson and Official Notice allowing additional product to be 
dispensed after a prepaid amount is dispensed, because this would permit the station to 
sell additional product instead of sending the customer to another location to purchase 
the same product, thus providing for a satisfied customer. 
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Claim 34 is rejected under 35 U.S.C. 103(a) as being unpatentable over 
Garfinkle (US 6,512,570), in view of Nicholson (US 6,332,128) and in view of 
Officiai Notice and furtlier in view of the IHarris article. 

In regards to claim 34, the combination of Garfinkle/Nicholson and Official 
Notice teach the abstract calculations of the instant claims (see above), but does not 
specifically teach assessing a penalty to the customer. Harris teaches penalties charged 
for lackluster service and defective materials. It would be obvious to a person of 
ordinary skill in the art to include in the combination of Gart'inkle/Nicholson and Official 
Notice penalties as taught by Harris, because penalties are a means for assuring that 
terms agreed to are accomplished according to contract and also act as a means for 
modifying behavior. These penalties also serve to compensate the seller for any 
inconvenience which is caused by contract default. 



Response to Arguments 

Applicant's arguments, see amendment A, filed 1 1/17/2003, with respect to the 
rejection(s)of claim(s) 1,19.22,46,47,50,51,52,55,56 and 57 under 35 U.S.C. section 
103(a) have been fully considered and are persuasive. Therefore, the rejection has 
been withdrawn. However, upon further consideration, a new ground(s) of rejection is 
made in view of the original cited references as modified by Nicholson and McCall. 
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In regards to applicant's argument that the cited references do not teach 
redeeming a non-integer number of units of product, as stated above Nicholson teaches 
dispensing fuel with a fractional number of units with a predetermined discount applied. 

Applicant's arguments, see amendment A, filed 11/17/2003, with respect to the 
rejection(s)of claim(s) 20,21,48,49,53 and 54 under 35 U.S.C. section 103(a) have been 
fully considered and are persuasive. Therefore, the rejection has been withdrawn. 
However, upon further consideration, a new ground(s) of rejection is made in view of the 
original cited references as modified by Nicholson and McCall. 

In regards to applicant's argument that the cited references do not teach 
"controlling a redemption device to stop dispensing a product after X units of product 
have been dispensed as stated above McCall teaches dispensing fuel with a fractional 
number of units with a predetermined discount applied. 

In regards to applicant's argument that there is provided in the previous Office 
Action no reason to combine Garfinkle with Scroggie. The examiner agrees with 
applicant and has provided reasoning and motivation to this combination. 

In regards to applicant's arguments concerning Official Notice, the examiner 
confirms that the use of old and well known in the art signifies that Official Notice is 
being taken. Additionally, the examiner disagrees that the Official Notice was used as 
the principle basis for the rejection. The examiner has provided Garfinkle, Scroggie, 
Harris, Nicholson and McCall as the principle references using Official Notice to fill-in 
and address some of the features in the dependent claims. Furthermore, in regards to 
applicant's request for reference to support the claim of Official Notice, MPEP 2144.04 
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"states that if applicant adequately traverses the examiner's assertion of official notice, 
the examiner must provide documentary evidence in the next office action, which 
presents the question of whether the official notice was adequately traversed. A 
"traverse" is a denial of an opposing party's allegations of fact.'' The Examiner 
respectfully submits that applicants' arguments and comments do not appear to 
traverse what Examiner regards as knowledge that would have been generally available 
to one of ordinary skill in the art at the time the invention was made. Even if one were 
to interpret applicants' arguments and comments as constituting a traverse, applicants' 
arguments and comments do not appear to constitute an adequate traversal because 
applicant has not specifically pointed out the supposed errors in the examiner's action, 
which would include stating why the noticed fact is not considered to be common 
knowledge or well-known in the art. 27 CFR 1.104(d)(2), MPEP 707.07(a). 

However, even if one were to interpret these statements to constitute a traverse, 
one would still be faced with the inquiry as to whether the traverse is adequate. An 
adequate traverse must contain adequate information or argument to create on its face 
a reasonable doubt regarding the circumstances justifying Examiner's notice of what is 
well known to one of ordinary skill in the art. In re Boon , 439 F.2d 724, 728, 169 USPQ 
231, 234 (CCPA1971). See also, MPEP 2144.04. 

If applicant does not seasonably traverse the "well known" statement during 
examination, then the object of the "well known" statement is taken to be admitted prior 
art. In re Chevenard, 139 F.2d 71, 60 USPQ 239 (CCPA 1943). 

^ Definition of Traverse, Black's Law Dictionary, "In common law pleading, a traverse signifies a denial." 
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« 

Conclusion 

Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Mark Fadok whose telephone number is (703) 605- 
4252. The examiner can normally be reached Monday thru Thursday 8:00 AM to 5:00 
PM, 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Vincent Millin can be reached on (703) 308-1065. 

Any inquiry of a general nature or relating to the status of this application or 
proceeding should be directed to the Receptionist whose telephone number is (703) 
308-1113. 

Any response to this action should be mailed to: 

Commissioner for Patents 

P.O. Box 1450 
Alexandria, Va. 22313-1450 

or faxed to: 

(703) 872-9306 [Official communications; including 
After Final communications labeled 
"Box AF"] 

(703) 746-7206 [Informal/Draft communications, labeled 

"PROPOSED" or "DRAFT"] 
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Hand delivered responses should be brought to Crystal Park 5, 2451 Crystal 

Drive, Arlington, VA, 7*^ floor receptionist. 

^cj}^ 

Mark Fadok 
Patent Examiner 



